The Heart of a

Budgets—written lists of
income and expenses—Ilet both
adults and kids establish
priorities and control spending,
and these habits will ultimately
result in saving money.

Maost budgers include two
categories of expenses—
non-discretionary and
discretionary,  Non-
discretionary expenses are
F!ll.'."i.'-L'!'-«.'-l-i'|IL‘!'1: el oo I'I'H.ll'|.§.’|,i.|.:|.’|_1.'.
insurance, telephone, heating
and credit card bills,
Discretionary expenses

incloce vacations, leisure

activities, new clothes and car

oF homme mamienance.

A budget lies at the hearnt of

any Family’s financial plan. It
takes a long time and a good
deal of effort 1o establish a
budget that really works, but
the result is worth it. Most
financial planners suggest
taking an "easy does it"
approach o making a family
budget and financial plan,
including savings, A good
way to start is by keeping a
simple list every month of
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SUCCESS PRINCIPLE 85: Poistnee Parent Talk
Frscad fiireess b5 nok an accident,

Talking about things can makr them weem
possible, depending on what you say and hiw
you addness the issue.
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ther bae it This is eecte Tor 1eaching fiscal
fitnesia.  For examphe ™ Begaure you 100k such
g cane of your backpack this year, | think you
il ke abibe vo use it again next year. That
meairs, with the morssy ver saved, | can get you
gt pai of jrans (oo a baeball mitt, balle
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B precise and clear with your Commes.

H you want %o comment on somithing you afe
ol hiapgry b, Y1y inaviry From iemanes that
creati Tear such a5, “You are 3 had boyigrl ®
Saatermenis like this make i difficult for children
1z Bedl i your are tallong about their beharior or
thedr character, Fear mothaies only in the short-
term; desing motivates in the long-tem.



Financial Plan

out of the home. You can
work together as a family to
develop your financial plan,
Bucgeting is a lot like
teaching kids any skill. Keep
things simple at first and
build gradually, instead of
trying to do it all an once,
Once vour family
uncerstands how it spends s
money, vou can begin to
factor mn savings. Many
tamilies find it especially
helptul 1o make savings a top
priority and put aside some
money before spending it on
any items.  Many familes
identily savings for particular
gonals == college, a down
pavment on a house or
automobile, a vacation, or

reElire Tl

Seeing you pay hills and
keep track of what you
spend and save helps yvour
kids understand the
distinction between needs
and wants (see p, 7)), and
makes them think abour what
i5 most important o dem.
l'o encourage vour family o
save, hang a picture of the
item they ar¢ saving for on a
bulletin board or the
refrigerator.  This will keep
everyone focused on the goal

As Kids mature, vou can
gives them increased control
ovier their spending and
saving decisions.  This may
mean letting them make bad
decisions without "bailing
them out” when they

overspend.

SULCCESS PRINCIPLE #6: Give and
respind 1o feedback
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Increasing Savings and

How can you increase
family financial

resources? Savings and

investments are the key

to a well-kept budget.

Your family has a vancty of investment choices. Bank and
credit union swings accounts are one alternative. Mutual
funds that buy stocks and bonds are another. Other choices
include whole life insurance policies and annuities that can
b set up as pant of savings plans in which monthly
deductions are made from paychecks or checking accounts

Alowing kids o see how savings can increase is a good
lesson in thrift and investment, Kids can stan ow with FHEEY
banks and work up to bank savings accounts. These
savings plans can be used to help finance their long-term
needs, such as college wition.

Chan the progress of savings to show how your family’s
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Investment

Understanding Interest

Understanding interest is
another important part of
your family's financial
education.

When your child has learned
to multiply, it's time for you to
explain the basics of interest,
Interest - the cost of
borrowing or lending money -
is expressed as a percentage
of the amount involved. This
amount is known as the
principal.

For example, if you borrow
$1.000 (principal) at 10 percent
(interest rate) for one year,
you must pay back $1,100 --
the $1,.000 borrowed and 5100
in interest.

If you borrow money for two

years, you will probably have
to pay a higher rate of
interest. This is because more
can go wrong over a longer
period of time, and that means
a greater risk for the lender. If
the interest rate were 13
parcent for a two-year loan,
the borrower would have to
pay the lender 5130 each year,
in addition to the %1,000
principal.

When you open a bank
account, you are, in effect,
lending money to the bank.
The bank pays you (the
depositor) interest and lends
the money to someone elie at
a higher rate. This is how the
bank makes a profit.

Interest charges often vary
for consumer credit, credit
cards, store credits and
mortgages. If interest rates go
up, borrowers have to pay
mare, If they go down, less,
The same holds true for
savings accounts: if interest
rates rise, the savers earn
more on their money; if they
fall, savers earn less.

Pay close attention o
interest rates on credit
obligations you and your
family have. Sometimes when
there is a high interest rate
charged for a credit purchase,
a "good deal” turns out to be
a bad deal when you add up
all the interest payments.,
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Increasing Savings d nd

National Credit
Counseling
Services

888/844.NCC5

The National
Foundation for
Consumer
Credit
EGUHEE.EEI?’_

Credit and Debl
Counseling
Services

Credit can sometimes become a problem for families. If this
happens 10 you, there are many organizations that can help you
manage credit wisely. They specialize in credit counseling for
individuals and families and offér debt consolidation services.

Credit and debt counseling organizations keep your financial
information confidential. Creditors generally see contacting a credit
counseling service as a positive step. Because creditors support
budget and debt counseling through voluntary contributions, these
services are available at little or no cost 1o cONSUMErs.,

Mational Credit Counseling Services (NCCS5)

is a nonprofit community service organization offering free,
confidential and professional debt management and educational
programs to consumérs nationwide, NCCS is dedicated to helping
financially distréssed individuals and families efectively manage
their personal finances. The NCCS can be reached by calling
BBB/BA4.NCCS.

The Hational Foundation for Consumer Credit [NFCC)

is the national umbrella organization for 1,300 non-profit credit
counseling offices throughout the United 5tates, Puerto Rico and
Canada. NFCC offers free or low-cost professional and confidential
in-person counseling and educational services 1o consumers, Local
Consumer Credit Counseling Services (CCCS) offices are non-profit
organizations affiliated with the NFCC. Call B00O/388.2227 to find the
CCCS office nearest you.



Investment

If yvou have time and
financial knowledge,
stocks and bonds may L

he a better choice

o

than savings accounts
or mutual funds, Each
personal investment
chowee, however, cames
different risks. Personal investing
involves a lot of work and time.
Here, too, kids can get involved
They can purchase shares of a
company that means something to

them Ca toy company, for example).

They can receive the
company’s annual
reports and follow its
stock price in the
newspaper every day
You might provide funds

that match their stock
purcliases.

Seecing how investments work offers
meaningful lessons about finance,
Even if your family isn't able o invest
dircatly in stocks, you can still learn
about the stock market by following

?i]]l'.'l'.'jr!\'..' COITIPNIGS in the MICWS KL RCT,

I wonder how my stock is

doing today...



How Monhey

Financial management involves understanding and using the

services that a number of institutions offer. Just as money has
expanded to include credit and debit cards, financial services

have changed a great deal over the past 30 years.

In the past, people only had to know where to find the corner bank and how
(o open a passbook savings and checking account

Today, the local Automated Teller Machine (ATM) is often part of a large,
sometimes nationwide, financial services organization. Nonetheless, the basic
services these organizations offer 1o help you manage your finances are
fundamentally unchanged and tamiliar, and you should teach yvour children about
these services. The role of banks and credit unions is particularly impomant

[hese organizations provide the basic services that most Familivs need




Works

and Who Can Help It Work For You

Mast peaple wiile checks 1o pay ther Banks offer savings acoounts or
Beills.  Thes means they have a checking cenificates of deposit (Chs), which are
acooirel switly o Bank or ceedht v, similar to savings accounts, With a savings
Fheey clesposit mmemey in thee secount «n aceount, virn cun put mas much monesy
have their emplover do it Tor them, aned ws voun want and make depogies o
then they write checks for money they withdrawals at any time. Interest rales

owe, Some checking accounts lave lines paic by banks often vany.

of credit, often called overdraft protection. G, on the other hand, represent o set
{This allows vou o write checks for more amount deposited, and they pay a

bz et actucelly Barve o dl.']1|1-.|| li's a *-.|'|-|,'\-|,'i1-||,,'|,,|. rate ol ik resst onver o h]?lr.'l:'tr.it'
form of horrowing. and it involves interest time. While vou can cash a CIY earlies
that must be paid to the bank,) Some than thes sratia] agrecment, there s o
checking accounts even pay inleresh or prnalty tor doing so. The Federal Deposit
allowe people o wate checks at no charge,  Insurince Corporation guarantecs savings
usually il o certam nmmmum balance is accounts amnd CDs in member banks up 1o

il iecl 5 THILTHK]

SWNCCESS PRINCIPLE WB: Act

Be a role mode

Give children credit for being smaet by avoideng paigon, slang, of buzz words when talking to them about the financial services
that wou use, Using The coare namss for finamdial sennces helps chilieen learn and hear terms in their propss envirpnmend
Shew your chibdrin e eps oo 1ake when makeg a ransacmon Ged them wvolved = the financial process. Let your childmen
help you keep regeipts in 2 speoad place or monivor Eamily savings



Charge Cards and

Charge and credit cards allow people to make purchases
now and pay for them later. However, there are important

differences between charge cards and credit cards
Charge cards must be paid off in full at the end of every month,  Credit card balances
can be paid off in installments over many months, or even vears.

Charge cards and credit cards offer flexibility and convenience. It is impostant,
however, o0 make timely payvments, [f vou fail 1o do so, you run the risk of receiving

a bad credit rating or of experiencing other more serious difficulties.

To pay for purchases, people are increasingly using debit cards 1o

transfer money from a checking account o the account of a store or
SETVICY Pron ider. You can use these cards at locations where credit

card logos are displayed, Since debit cards do not involve bormowing
of lending, there is no credit involved, and no imerest charges are

made. Many people use debit cards in place of cash or checks.

I didn't know there
WAS a difference between
charge cards and credit
cards...

SUCCESS PRINCIPLE #9: Persevere—Change often happens reluctathy.
Dan't gree up on Biscal Briress, Ask wourself what skills your kids ke learnad lately or ae

= o trying 1o e Leaming is & conlinuous prodess
Tedl thierm that they krow mode now and have invested tene becoming fecally . By imsesting

tirme 8o know maore about yous personal finances, your bank of knowledge is woeth moee!



Credit ...

People buy stocks and bonds through  stock brokers, Many brokers also offer

financial planning advice and sell a number of financial products. These products
include mutual funds — professionally managed porntfolios (assonments) of stocks and
bondds — CDs, and insurance policies. Stock brokers also help people manage their

TNy ||"II'HIL§=I'I II'.;I:‘i]'I 1'|:!|;L|'|1'IL:1,"H11,‘TH ACCORAnis,

Many stores allow customers 10 buy on credit
and settle accounts periodically, usually every
month. Stores and retailers charge for

extended credit terms.

Companies called credit bureaus keep track of consumers” outstanding debis.  Stores,
banks and other financial institutions have access w these files. You can also access
vour own credit files, (S¢e below.) A poor credit rating can keep vou from getting
more credit in the future. This can make it difficult to buy an automobile or a home,

or even (o obiain a credit card.

Your Credit Bureau Files

Bureaus that maintain credit files must, by law, make them available to the individuals on file,
You can obtain a copy of your credit file from Experian (formerly TRW ), B00/520.1221, Equifax
Information Service Center, 800/685.1111, or TransUnion Corporation, 800/851.2674, _—



Lifetime ramily
Financial SeCuU rlty

Gaining an appreciation for, and then control

over, your financial resources empowers you

as an individual and as a family member.

In its simplest sense, family financial
planning involves keeping a list of
income and expenses that helps
establish and build savings. A solid
financial plan requires that you and
your family understand the results of
your actions. You must all
appreciate the role that finance plays
in a family's system of values and
the fact that a family's values help
determine its financial well-being.
Good planning and atention to
spending and saving can help your
family prosper and provide the
opportunity to strengthen values and
concentrate on other, non-financial
areas of life. Once you have a good
idea of your family's financial goals

and can express those to your kids,
YOU can start (o use money in ways
that will further your own values.
Instilling values and a strong sense
of self-worth in yvour kids involves
more than just encouraging and
promoting money awareness and
financial responsibility. It also
requires development of sound
values that can reinforce feelings of
individual self-esteem. Such feelings
can facilitate spending and savings
habits that will allow the people in
your family 1o lead meaningful lives.
If this booklet has helped you
appreciate and get in touch with
those values and convey them to
yvour kids, it has served its purpose.

Values Quiz

Your kids will hear a lot about
money at an early age. To make
sure there isn‘t any confusion,
you can a make a game of
discussing the following
statements with them. Ask
whether they've heard these
statements before and what
they think the statements
mean:
*He's money mad.
*He's only out for money.
«Money isn't everything.
*She's lucky; she doesn‘t
have to work.
*Money doesn’t grow on trees.
*Money makes money.
*| can never understand
anything about money.
*I've been rich and I've been
poor. Rich is better.



Money is a constant in your family’s life, yet money
iself 15 in a constant state of change. Beads, shells,
livestock, gold, eggs, drums: All have been considered
money at different times in different cultures

In the past, folding money seemed unchanging. Now
it's becoming almost as outdated a form of money as
livestock.

Cash and checks make up most of the money you use.
But there are faster and more convenient ways to pay.

Credit, debit and electronic cash |1r:u||u'|- are -;_|J-]1|,ll':ir]:.1
cash and checks, You will be able 1o choose how, when
and where 1o use these new forms of money. It will make
payving for goods and services easier for vou.

As it evolves, money will become more versatile, and
yvou and your family will start to think of cash, credit and
debit in new ways,

S0, because money is changing, you need to give your
kids a good understanding of how 1o handle money

now...and in the foture.

SUCCESS PRINCIPLE #10; Reap the rewands

Use the joumesy 1o fiscal fitness as an opportunity to be choser to your Tamily

Celebrate every success. (dten we put off celebrations because other activities come up. Share an ke cream,
qive an eutra heg, or write nodes to your kids and put them in their lunch. Small efforts typ |;.:|II:|- get better
redults than big ones when you want to manage day-to-day behawicr
Staet out with e prindiphes when your children are young. Your s will never be the same
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As it evolves,

Lg
money

will become

more versatile...



